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Trefinitions
{a){1) T this section the following words have the raeanings indioated.

{2) “Benefictary™ mesns a person for whose benefit & pre-ueed contract i purchased and who will teoeive the merchandise
or gerviess offered under the coutract.

(3) "Buyer” means a person that purchases a pre-need contract,
(4) “Guaranteed contract” means a written pre-need coatract that:

(1) I signed by the consumer and a licensee of & lcensed funecad establishinent; and

(ii} CRuaraniees in whele the price of gaods and services alnd. gash sdvance items specified in the sontract,
£3) "CGuarantesd in part contract” means 4 written pre-eed contraot fhat:

(1) Is sigued by the consnmer and a Heensee of a Heensod fineral establishment; and

(i) Cruarantees in part the prive of goods snd scrvices and cash advance items specified in the confract,
{6) “Nonguaranteed contract” means a written pre-nced contract;

(1} That is signed by the consumer and a licensee of a licoased fuoral eutablishmient;

(i1) That does et guarantee the priss of any specific goods and services oy cash advance fterss; and
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nanaszs,

(ifi) For which any funds or bensfits paid under the contract are only a deposit or partial payment to be applied toward the
final cost, determined at the time of death, of the goods, services, or cash advance lets.

{7) “Seller” means a person whio agrees to provide services or merchandiss, directly or indirectly, under & pre-need contract,

(8) “Trustee” means a person that has responsivility for making pre-need arrangements in a manner that entitles the beneficiary
1o be eligible for benefits that restrict assety,

Exceution of contract ‘
({1 Only alicensed mortickan, a Heensed funeral divector, o 8 holdsy of a surviving snouse license may offer or agree, dizecily
or indivectly, to provide services or merchandise under a pre-need contract.

(2) Motwithstanding the provisions of paragraph (1) of this subsection, 4 liconsed mortician or a licensed futeral director who
is emploved by a funeral estabiishment may execute pre-need contruots on behalf of the funeral establishment with which
the mortician or funeral director is employed,

(3} Any faneral establishment o whose bebalf pro-need contracis are executed under this subsection must comply with the
requirements of this section.

Contenis of contrace
(e} 1) A pre-need contract shall contain;

(i) The name of each party to the contract and, if the beneficiary is an ndividual other than the buyer, the name of the
benefoiary of the contract,

(i) A description of any service or merchandise to be provided under the pre-ueed contract;
{iii} A disclosure statement that oleprdy;
1. Statés that all fumeral costs may not be covered wnder the pre-need contract;
2. Stetes that “not all charges that may be required to bepaid at the time of need are listed in this confiaet™;

3, indorms a buyer of whether the contract is a guarantsed contract, a guaranteed in part contract, or & acaguaranteed
coniract; and

4. IF the conteact 1§ a puarantesd in part contract;
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A, Lists the fanerat goods and services or cash advance items inoluded in the guarantes; and

B. Identifies in at least 14 point bold face type above cach seclivn of the contract whether the section is fully guasantesd
or not guaranteed;

{iv) A line totaling:
i, The guaranteed anzount naid; and
2. The umeunt for nonguaranteed items that ave considered to be anly a down payment toward future total cost; and
(v) The method of payment,
(2) I disclosure is made in accordance with paragraph (13({i1)3 and 4 of this subsection, a pre-need contract may:
(i) B o guaranteed ountract, a guaranteed in part confraed, or & nonguarantesd sonlraet, and
(it) Include cagh advance emy or goods and services that are not guaranteed.
(3) A pre-needt contract shall be executed in duplicate and be signed by each purty,
T he seller shall give one of the duplicate originals of the pre-need coniract to the buyer.

Drepuosits
(1) Within 10 days alter receiving 2 payment under a pre-need contract, the soller shall deposit Into an interest beering,
agorow or trust account;

(i) For gervioes, 100% of the payment under the pre-need contract; and
(11) For goods:

I An ameunt from the peyment that is equal to 86% of the selling price of a cagket or casket vault under the pre-need
contrael; and

2. 100% of the pﬁymenit thal is for ull other goods under the pre-nee contract.

{(2) The inerest bearing, escrow or frust accownt shall be with:

Phaomson B, Mo olalm o othgnst U5 Goveriiment Worla, 3

Wsihnpabdet & 2016



§ 7408, Mre-need coniracts; rules and regulations, MD HEALTH DOGUP § 7-4048

3

(i) A banking institution that is insured by an agency of the federal government; or
(1) A savings end loun association that is insured by au sgenoy of the federal government,
(3)(0) A pre-need escrow or trust aceount mey not be decmed an agset of;
1. The individual licensae; or
2. The licensed funers] establishiment,

(i) A pre-need escrow or trust account with 4 banking fstitution or savings and loan association desoribed o paragraph
{2) of this subsection ghail be:

1. Bastablished using the name, address, and Social Szeurity number of the buyer; and
2, Held i trust for the ligensed funeral extablighment.

ity 1. A buyer for whom o monetary pre-noed escrow or frust account I8 establshed under subparagraph (1) of thig
paragraph shall recelve a statement rogarding the esorow or trust acoount at icast aneually.

2, The requivement ander gubssubparagraph 1 of this subparagraph may be satisfied by o statemnent that in

A lssued by the hanking institution or savings and loan association af which the egarow ordrust account is esfablished;
and

B. Seat to the buyer.

(43(1) Any interest or dividends carned by the escrow or trust aceoun! prior to servies being rendered belong fo the buyers
of the pre-need contracts,

{ii) Upon performance of the conteact, any interest ar dividends samed by the escrow or trust account belong to the seller,

Administration of accounty

(2)(1)(3) Bxcept as may bo provided inan irrevocable trust established nader paragranh (4) of' this subseotion and in subparagraph
(il) of this paragraph, the banking institution or savings and lomn sssociation with which funds ate deposited under this section
is not responsible for the application of pre-need contract ssorow or trust Tusds,
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(i1) Except as otherwise provided in this section, the banking institytion or savings and loan association with whicl funds
are deposited under this section muy not release the funds to the seller unless the seller provides to the banking institution
or suvings and loan association:

L A copy of the death certificate of the heneficiary; or
2, A notarized statement and withdrawal request from the buyer or the buyer's legal representative,

(2)(1) Except as otherwise provided in this subscetion, a selier may not withdraw from the accouat any money teceived from
a buyer unless the services and merchandise kave been provided as agreed in the contract,

(i) 1. Exeepl a8 otherwise provided in this subsection, a seller may not withdraw from the neecunt any money reseived
from a buyer unless the soller provides to the banking ingtleution or savings and loan association with which funds are
deposited a copy of the beneficlary's death cartifioats,

2. A violation of subsubparagraph 1 of this subparagraph is an unfair or deceptive trade practice nnder Title 13 of the
Canuuercial Law Article,

(3) A pre-noed coniract is ended and a seller ghall refimd 1o a buyer ail ﬁaymems and infterest h@'[dr for the buyer ift
(i) The Buyer ox the logal representative of the buyer demands in writing a refund of all payments made;
(i) The wsiness of the sclles is discontinued or sold;
(iil} The seller is unable 'l';) perform wnder the terms and coenditions of the pre-need conteaet; or

{iv) The boyer [alls te pay the gntize contract price befure the death of the heneficiary, and the seller congiders fhe pre-
need contract void.

{4)(1) Netwithatanding the provigions of paragrapl (3) of this subsection, the buyer of & pre-need contract hag the option, at
any time, to establish, under paragrapl (5) of this sybsection, an irtevocable trust with respoct to ail or any portion of the
payraent made under the coutract in the eserow ar trust acoount held by the seller, but only for the puspose of entiling the
buyer to be eligible for any current Social Sesurily benefits or for any benoefits under any other plan that restricts eligibility
to those with limited nssets,

{it) The frust document establishing a trustunder this paragraph shall contain the following notice, conspicuously displayad
i 10-point boldface type:

“This doctment creates anitrevocable trust, Under the terms of this document, & buyer may not receive arefund of any payments
made for the pre-need burial contract’™,
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(5) The trust document establishing a trust under paragraph (4) of this subsection shall provide for:
(i} The disposition of the income earned by the trust which shafl taure to the benefit of the buyer;
{ii) The transfer of the trust funds if required by & trustee substituted under paragraph (6) of this subsection; and
(ii1) The disposition of the trust funds i}
1. The business of the seller is discontinned or ynld;
2. The seller is unable to perform wnder the terms and conditiong o fhe pre-need contract; and

3, The buyer fails t pay the entire contract price before the death of the beneficiary and the seller considers the nre-
nead contract vold.

{6) If ihe buyer exercises the option deseribed in paragraph (4) of this subsection, the buyer, a relative of fhe buyer, or legal
representative of the buyer shall retaln the vight to appoint, as trustee of the irrevocable trust, a trustee other than the one
originalty designated in the contract.

(7} If a coniract is voided under paragraph (3) of this subsection and the option o establish an irvevocable trust has been
gxereised under parsgraph {4) of this subsection, the buyer, 2 relative of the buyer, or a logal representative of the buver shall
retain the right to appaini, as trustee of the irrevocable trust, a trustee olher than the ons originally desigrated in the contract.

Scope of section

(AL} A pre-need contract is not subject to the Retuil Instaiiment Sales Act. !

{2} The making of a pre-need contract by o Hoensed mortician, 2 leensed funeral director, or 4 holder of 9 surviving spouse
license s not the practise of insutance business,

(3¥1) A pre-need contiact that {e o gnaranteed conteaet, o guaranteed in part contract, or a nonguaranteed contrast may be
funded by a life insurance polisy or &n annuity conteact if

1. The mortieian, Tuneral divector, leensed funeral establishment, or surviving sponse is not the owner of o beneficiary
under the life insurance policy or annuity contract;

2. An frrevocable assignment of benefits to the leensed faneral establishment:
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A. May be trensferred at any time by the owner of the life insurance policy or anmuity contract to any other licensed
Bumeral establishment; and

B, Muy not be transferred to the consumer; and

3. Any benelits payable under the life insurance noley or annuity contract in excess of the amount necessary to pay the
total price, as determined at the time of death of the insured, of the services and merchandise agreed on in the pre-need
contract are paid to the beneficlary under the life insurance policy or annuity contract,

(i) A pre-need comiract that is funded by a lfe insurance policy or en annnity coniract shall terminate if ths: agsignment
af benefits to the mortician, funera! director, or surviving gpouse is revoked by the awner of the life insurance poficy or
atuity contract,

(i) 1. The offer, sale, or assignment of a life msurance policy or annuity conteact to fund 2 pre-need contract is not subject
tor this asction.

2. A pre-need oontract funded by a Hle insurance policy or an amuily contract is not subjeet o subsection (6) or (&)
of this gection.

Price Heis
(#) A seller of a pre-need contract shall provide the buyer with a general price list for the buyerte keep of the goods and services
offered by the seiler,

Dizclosures reguired
(1) A seller of a pre-need contract shall disclose to the consumer the buyer's cancellation and refund rights under subsection
() of this soction,
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Footnotes
i Cornmercial Loaw, § 12600 et soq.
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